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Port  Governance  Study- 
Final  Report 


I .  BACKGROUND 


A.  INTRODUCTION 


The  Massachusetts  Seaport  Advisory  Council   (MSAC) , 
created  by  Executive  Order  of  the  Governor,   has  been 
charged  with  implementing  the  statewide  seaport  strategy 
outlined  in  the  Port  Development  Report.     One  of  the  ports 
requested  that  MSAC  conduct  a  study  of  port  governance 
practices  in  other  U.S.  ports  as  an  input  to  the  harborwide 
planning  efforts  being  undertaken  by  four  Massachusetts 
ports— Fall  River,   New  Bedford,   Salem,   and  Gloucester. 
Accordingly,  MSAC  selected  Gillespie  O'Connell  Associates, 
Inc.    (GOA) ,    to  conduct  the  port  governance  study,  which  was 
funded  through  the  Seaport  Bond  Bill  and  had  three  primary 
tasks : 

•  to  identify  the  forms  of  port  governance  used 
elsewhere  in  the  United  States; 

•  to  interview  people  in  the  ports  of  Fall  River,  New 
Bedford,   Salem,   and  Gloucester,   and  in  State 
agencies,    to  solicit  their  ideas  on  port  governance; 
and, 

•  to  develop  alternative  port  governance  models  for 
consideration  by  Massachusetts  ports 
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EXISTING  PORT  GOVERNANCE  IN  FALL  RIVER, 
NEW  BEDFORD,    SALEM,   AND  GLOUCESTER 


All  of  the  ports  currently  are  managed  by  the  cities. 
Fall  River,   New  Bedford,   and  Gloucester  each  has  one  or 
more  city  agencies  or  commissions  that  have  direct 
responsibility  for,   or  influence  on,   port  development. 

Three  of  the  ports--Fall  River,   New  Bedford,  and 
Gloucester— have  a  state-owned,   deepwater  pier  capable  of 
accommodating  deepwater  cargo  operations.     Each  of  those 
ports  also  has  a  private  dock  that  handles  deepwater  ships 
and  city-owned  docks  capable  of  handling  smaller  vessels. 
The  Port  of  Salem  does  not  have  a  public  deepwater  pier  but 
currently  is  studying  the  feasibility  of  building  a  pier 
capable  of  accommodating  a  variety  of  vessels,  including 
passenger  ships.     Salem  does  have  a  private  deepwater  pier, 
owned  by  New  England  Electric,   used  to  receive  coal  and 
fuel  oil.     That  pier  also  could  be  used  for  berthing  other 
types  of  oceangoing  ships,   such  as  passenger  ships  or 
military  ships. 

1.  Port  of  Fall  River 

The  Port  of  Fall  River  has  two  entities,    the  Fall 
River  Port  Authority  and  the  Fall  River  Line  Pier,  Inc. 
(FRLP) .     The  Port  Authority  is  comprised  of  seven  directors 
who  act  solely  as  an  advisory  group  for  the  Mayor  and  the 
City  Council.     Those  seven  directors  also  are  directors  of 
the  FRLP,   which  can  have  up  to  an  additional  eight 
directors,   at  the  discretion  of  the  Mayor.     The  FRLP 
oversees  operation  of  the  Pier.     The  directors  on  both 
boards  are  appointed  by  the  Mayor. 

2 .  Port  o£  New  Bedford 

The  Port  of  New  Bedford  has  the  Harbor  Development 
Commission   (HDC) ,  which  controls  the  New  Bedford  State  Pier 
and  all  City-owned  harbor  properties,    including  a  public 
marina,   a  number  of  piers  that  can  accommodate  smaller 
vessels,   and  a  parcel  of  land  located  on  the  western  shore 
north  of  the  swing  bridge.     By  its  charter,    the  HDC  has 
bonding  authority  and  the  right  of  eminent  domain,  both 
subject  to  approval  by  the  New  Bedford  City  Council. 
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New  Bedford  also  has  the  Redevelopment  Authority  and  the 
New  Bedford  Corporation,    two  municipal  agencies  that  have 
been  involved  in  harbor  development . 

3 .  Port  of  Salem 

The  Port  of  Salem  has  a  Harbormaster,   who  oversees 
activities  in  the  Harbor  and  reports  to  the  Chief  of 
Police.     The  Port  does  not  have  any  port-specific 
departments,   probably  because  most  of  the  waterfront  is 
privately  owned.     Salem  also  has  the  Salem  Partnership  and 
the  Salem  Port  Development  Corporation,   both  of  which  are 
comprised  of  members  from  public  and  private  entities  and 
have  actively  pursued  development  of  a  public,  deepwater 
pier  in  the  Port. 

4 .  Port  o£  Gloucester 

The  Port  of  Gloucester  has  a  Fisheries  Commission,  a 
Waterways  Users  Commission,   and  a  Harbormaster.  Development 
of  the  Jodrey  State  Pier  is  being  administered  by  the 
Massachusetts  Land  Bank.     There  is  a  City-owned  pier  and  the 
Gorton  pier  that  can  accommodate  small,  oceangoing 
containerships  or  freighters. 

In  each  of  the  four  ports,  other  city  departments  such 
as  City  Planning  and  Economic  Development  often  assist  with 
port  planning  or  development  efforts. 


C.        EXISTING  PORT  GOVERNANCE — SEAPORT  ADVISORY  COUNCIL 


The  MSAC  was  established  by  Executive  Order  on 
December  22,    1994.     It's  mission  is: 

To  develop  the  full  economic  potential  of 
the  seaports  of  Massachusetts. 

Its  duties  and  responsibilities  are  as  follows: 

•  implement  statewide  seaport  strategy  outlined  in  the 
Port  Development  Report; 

•  coordinate  state  agencies'   activities  associated 
with  seaport  planning  and  development; 
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•  coordinate  dredging  projects  statewide  and  provide 
technical  expertise  on  dredging  projects; 

•  make  funding  recommendations  for  seaport  development 
to  the  Governor;  and, 

•  review  state  programs  and  regulations  relating  to 
seaports  and  advise  the  Governor  as  to  their 
effectiveness . 


D.        PORT  GOVERNANCE — WHY  CHANGE  THE  STATUS  QUO? 


The  three  Massachusetts  ports  with  state  piers  were 
vibrant  cargo  ports  until  the  mid-  to  late-1960s  when 
breakbulk  cargoes  began  to  be  shifted  to  containers. 
Containerization  of  the  general  cargo  ocean  trades  resulted 
in  a  number  of  significant  changes,   all  of  which  had  a 
negative  impact  on  older  breakbulk  terminals.  First, 
containers  could  be  interchanged  between  transport  modes 
(ship-rail-truck)   quickly  and  at  low  cost,   unlike  breakbulk 
cargoes  that  required  substantial  labor  to  make  the 
transfer.     The  ease  of  interchange  made  it  possible  to  serve 
a  relatively  large  geographic  area  from  a  central  port. 

Second,  because  containers  could  be  loaded  onto  and 
discharged  from  ships  quickly,   containerships  spent  much  less 
time  in  port  than  freighters  ,   thereby  generating  much 
greater  annual  productivity  per  ship.     The  increased 
productivity  made  it  economical  to  build  larger  ships  that 
could  take  advantage  of  the  economies  of  scaled  Similarly, 
concentrating  container  terminal  operations  in  fewer  ports 
allowed  scale  economies  to  be  realized  in  the  terminals,  too. 

Third,   as  ships  grew  larger,    it  became  economical  to 
operate  them  at  faster  speeds^,  which,    in  turn,  made  it 
attractive  for  the  ocean-crossing  linehaul  ships  to  call  at 
fewer  ports.     Cargoes  then  would  be  collected  from  and 
distributed  to  a  broad  geographic  area  by  water  or  overland 
feeder  services . 


^  A  typical  breakbulk  freighter  operating  in  Transatlantic  service  spent 
approximately  55  percent  of  its  time  in  port.     On  the  same  route,  a 
modern  containership  spends  approximately  26  percent  of  its  time  in 
port . 

^  The  largest  breakbulk  freighters  had  a  deadweight  capacity  of  less 
than  15,000  tons.     The  largest  containerships  today  have  deadweight 
capacities  of  80,000  tons. 

^  The  fastest  freighters  operated  at  19-20  knots;  linehaul 
containerships  operate  at  24-26  knots. 
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Thus,    even  if  the  State's  breakbulk  ports  had  been  able 
to  convert  their  finger  piers  to  specialized  terminals  that 
could  handle  containerships ,    it  is  unlikely  that  demand 
would  have  existed  for  such  facilities.     Accordingly,  the 
market  for  the  breakbulk  terminal  services  offered  by  the 
ports  continued  to  decline.     As  cargo  volumes— and  the 
economic  impacts  they  generated--declined,    the  cities  had 
less  interest  in  investing  money  or  effort  in  the  piers. 

Today,   none  of  the  four  ports  handles  substantial  cargo 
tonnages  and,   until  the  passage  of  the  Port  Bond  Bill,  there 
was  only  limited  interest  in  developing  the  economic  potential 
of  the  ports.     It  still  is  true  today  that  the  four  ports 
cannot  compete  for  most  container  cargoes.      (It  is  possible, 
however,   that  the  ports  could  attract  container  feeder  ships, 
container  feeder  barges,   or  small  regional  container  lines.) 
However,   the  ports  can  compete  effectively  for  breakbulk,  dry 
bulk,   neobulk^,   and  liquid  bulk  cargoes.     Consequently,    it  is 
important  that  the  ports  consider  whether  the  existing  forms 
of  port  governance  will  enable  them  to  take  advantage  of 
existing  and  emerging  opportunities  or  whether  a  new  form  of 
port  governance  would  be  more  effective. 

Port  governance  is  a  critical  element  in  developing 
and  operating  a  successful  port.     Effective  port  governance 
will  allow  a  port  to: 

•  maximize  the  value  generated  by  existing  public 
assets ; 

•  coordinate  planning  and  development  of  the  harbor; 

•  facilitate  coordination  with  State  and  federal 
agencies ; 

•  enhance  marketing  of  local  services  and  facilitate 
marketing  of  statewide  services; 

•  provide  a  contact  for  port-related  matters  and 
ensure  continuity; 

•  facilitate  cooperation  among  the  State's  ports; 

•  develop  a  centralized  repository  of  specialized 
knowledge  of  the  harbor;  and, 

•  provide  a  source  of  funds  for  harbor  development. 


*  Neobulk  cargoes  are  homogeneous,   non- free- f lowing  cargoes  that  move  in 
large  lots  sizes,    including  full  shiploads;    they  include  forest 
products,    iron  &  steel  products,   and  automobiles. 
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E.        PORT  GOVERNANCE-SCOPE  OF  ACTIVITY 


Typically,   no  single  city  department  in  the  ports  has 
responsibility  for  the  overall  development  of  the  harbor. 
Instead,   existing  organizations  tend  to  be  limited  to  the 
operation  or  control  of  a  single  city-  or  State-owned 
facility.     This  is  not  uncommon  as  most  U.S.  port 
authorities  exercise  control  only  over  their  own  facilities 
and  properties.     There  are  some  important  exceptions, 
however . 

•  California's  Tidelands  Trust  Ports  have  ownership  of 
all  waterfront  property  in  the  harbor,  are 
permitting  agencies  for  any  development  on  those 
lands,   and  receive  rental  or  lease  income  from  all 
commercial  uses  of  those  lands. 

•  The  State  of  Washington's  port  authorities  not  only 
develop  and  operate  ports,   but  are  the  primary 
agencies  for  economic  development.     With  bonding  and 
taxing  authority,  Washington  ports  develop  many 
industrial  and  commercial  projects  that  are  neither 
port-  nor  harbor-related. 

In  New  England,    local  port  organizations  traditionally 
have  focussed  on  publicly-owned  properties  or  facilities. 
However,   given  that  each  of  the  ports  currently  is 
conducting  a  harborwide  study,    this  may  be  an  opportune 
time  to  consider  whether  it  makes  sense  for  a  port 
organization  to  help  to  coordinate  other  development 
activities  within  its  harbor.     Essentially,    the  local  port 
organization  could  be  the  primary  repository  of  information 
and  expertise  about  all  activities  within  the  harbor  and 
could  advise  and  comment  on  permitting  applications. 
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II.      REVIEW  OF  PORT  GOVERNANCE 
PRACTICES  IN  OTHER  U.S.  PORTS 


A.  OVERVIEW 


1.  Types  of  Port  Governance 

The  results  of  a  survey  of  103  U.S.  public  port 
authorities  indicated  that  50  percent  were  county  port 
authorities  or  combined  county-city  authorities,   as  shown 
in  Exhibit  1  and,   graphically,   on  Exhibit  2.     City  port 
authorities  were  the  second  most  common  form  with  22.4 
percent,    followed  by  state  authorities  with  18.4  percent. 
The  remaining  9.2  percent  of  port  authorities  were  regional 
authorities  that  combined  two  or  more  government  entities. 

2.  Functions  of  Port  Governance 
Organizations 

Regardless  of  what  type  of  political  entity  they  have 
as  their  parent,   port  authorities  tend  to  fulfill  similar 
functions  and  have  similar  organizations.     Most  port 
authorities  have  staffs  that  cover  the  same  functional 
areas  that  a  private  company  would— corporate  management, 
marketing,   operations,    finance,   information  systems, 
environmental,   engineering,   and  public  relations.  Port 
authority  staffs  range  in  size  from  two  people  to  hundreds 
of  people. 

U.S.  port  authorities  own,   and  sometimes  operate,  a 
wide  variety  of  businesses,    including  the  following: 

•  all  types  of  marine  terminals^; 

•  intermodal  rail  terminals; 

•  warehouses; 

•  distribution  centers; 

•  short-line  railroads; 

•  grain  elevators; 

•  cement  silos; 


^  Terminals  include  those  designed  for  breakbulk  general  cargo, 

containers,   neobulk  cargoes,   dry  bulk  cargoes,   liquid  bulk  cargoes, 
project  cargoes,   heavy  lift  cargoes,   hazardous  cargoes,  automobiles, 
barges,    ferries,   and  cruise  ships. 
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Exhibit  1 

Distribution  of  U.S.  Port  Authorities  by- 
Type  of  Parent  Government 


Type  of 

No.  of 

Commissioners 

r  aldll  \j»JVd  1 II 1  Id  11 

Pnrt<? 

Appointed 

Elected 

Avg.  No. 

f^niinh/  A  Pit\//Pni  intv 
vyUUiuy  cn  oiiy/ouui iiy 

4Q 

23 

26 

5.5 

L/ity 

20 

2 

6.4 

Of 

otate 

1  o 

18 

0 

6.9 

Regional 

Q 

9 

0 

7.8 

r^it\//Qtato 

--oiiy/oidifcj 

-a 
o 

3 

0 

5.7 

"iviuiii  ouui  iiy 

p 

2 

0 

9.0 

--Multi-city 

2 

2 

0 

8.0 

-Bi-state 

2 

2 

0 

5.0 

Total: 

98 

70 

28 

6.3 

Percentage  Distribution 

County  &  City/County 

50.0% 

46.9% 

53.1% 

City 

22.4% 

90.9% 

9.1% 

State 

18.4% 

100.0% 

0.0% 

Regional,  subtotal: 

9.2% 

100.0% 

0.0% 

-City/State 

3.1% 

100.0% 

0.0% 

-Multi-county 

2.0% 

100.0% 

0.0% 

-Multi-city 

2.0% 

100.0% 

0.0% 

-Bi-state 

2.0% 

100.0% 

0.0% 

Total: 

100.0% 

71 .4% 

28.6% 

Source:  GOA  analysis  of  AAPA  data  as  of  March  5,  1996. 
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^♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦J 
♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦'1 

►♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦♦^ 
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•  marinas; 

•  airports; 

•  bridges; 

•  shipyards ; 

•  drydocks ; 

•  office  buildings  and  office  parks; 

•  industrial  parks; 

•  fish  processing  plants; 

•  hotels; 

•  conference  and  meeting  centers; 

•  restaurants;  and, 

•  parks . 

Port  authorities  generally  have  the  same  structure  that  a 
private  company  operating  the  same  types  of  businesses 
would.     For  example,   a  port  authority  that  owns  a 
substantial  number  of  office,   commercial,   or  industrial 
buildings  often  will  have  a  real  estate  department. 


3 .       Boards  of  Directors 

A  port's  board  of  directors   (commonly  called  port^fe 
commissioners)   is  a  key  element  in  port  governance.  -The 
directors  set  policy  for  the  port,   select  the  port's 
executive  director  and  other  key  managers,   and  exercise 
ongoing  oversight  of  the  port's  operations.     Directors  can 
be  either  appointed  or  elected.     Presumably,  appointed 
directors  are  more  likely  to  pursue  the  policies  favored  by 
the  parent  government— or  the  mayor,   city  councilors,  county 
commissioners,   or  governor  who  appointed  them.  Elected 
directors  are  more  likely  to  pursue  policies  favored  by  the 
voters  and  probably  are  less  responsive  to  pressure  from 
the  parent  government. 

As  shown  in  Exhibit  3,    the  majority  of  directors  of 
U.S.  port  authorities  are  appointed.     However,    53.1  percent 
of  county-owned  port  authorities  have  elected  directors. 
The  most  common  number  of  directors  is  five   (38  percent), 
followed  by  seven  and  nine  directors   (see  Exhibit  4) . 

The  majority  (62.5)  percent  of  ports  do  not  provide 
any  compensation  to  their  directors,   as  shown  in  Exhibit  5. 
Virtually  all  ports  do  reimburse  directors  for  expenses 
incurred  in  travelling  to  meetings  and  participating  in 
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Exhibit  4 
Number  of  Commissioners  on 
U.S.  Port  Authorities'  Boards 


No.  of 
Commissioners 

No.  of  Port 
Authorities 

Percent 
of  Total 

5 

35 

38.0% 

7 

23 

25.0% 

9 

12 

13.0% 

3 

12 

13.0% 

11 

4 

4.3% 

6 

3 

3.3% 

4 

1 

1.1% 

13 

1 

1.1% 

16 

1 

1.1% 

92 

100.0% 

Source:  GOA  analysis  of  AAPA  data. 

Note:  12  port  authorities  have  either  the  city  council  or 
county  commissioners  as  the  PA's  commissioners. 
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Exhibit  5 
Annual  Compensation  of 
U.S.  Port  Authorities'  Board  Members 


Compensation 

1  la  1 

No.  of 

Average  Annual 

r^Amo  An  cation 

us 

22 

$371 

6 

S^w^JV 

^  1  l^Uw  V  1  www 

5 

w 

$2,400 

5 

$2,400 

$7,500 

1 

$7,500 

Subtotal,  compensated 

39 

$983 

Total 

104 

Source:  GOA  analysis  of  AAPA  data. 
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other  port  business.     Of  the  ports  that  do  compensate  their 
directors,   about  one  half  pay  annual  compensation  averaging 
$371  per  year.     Those  distributions  also  are  shown 
graphically  on  exhibits  6  and  7. 


B.        DIFFERENT  PORT  ORGANIZATIONAL  STRUCTURES 


1.        Washington  State  Ports 

Washington  ports  differ  from  many  other  ports  in  two 
important  ways.     First,  Washington  port  authorities  usually 
are  the  primary  economic  development  entity  in  the  region 
they  serve.     In  fact,   some  Washington  port  authorities  are 
located  inland  and  were  established  specifically  to  operate 
non-marine  facilities  such  as  truck  terminals  or 
warehouses.     In  pursuing  port  or  economic  development,  all 
Washington  port  authorities  have  the  ability  to  issue  bonds 
and  to  levy  taxes  on  properties  within  their  jurisdiction. 

Second,  Washington  port  authorities  are  autonomous  in 
that  they  are  entirely  self-sufficient  and  have  no  parent 
government  to  answer  to.     Although  their  facilities  may  be 
located  in  a  particular  city,    they  are  totally  independent 
from  that  city.^     The  port  authority  is  controlled  by  port 
commissioners  elected  by  voters  residing  within  the  port's 
jurisdictional  boundaries,  which  usually  are  contiguous 
with  the  boundaries  of  one  or  more  counties.     In  addition 
to  expenditures  on  ports,    transportation  facilities,  and 
industrial  and  commercial  properties,   Washington  ports 
often  fund  recreational  facilities  and  parks  simply  because 
they  are  the  only  government  entities  with  the  financial 
wherewithal  to  do  so. 


2.       California's  Tidelands  Trust  Ports 

As  indicated  previously,   California's  Tidelands  Trust 
ports  differ  from  most  other  U.S.   port  authorities  in  that 
they  control  all  of  the  waterfront  land  within  the  harbor. 
Private  facilities   (e.g.,   a  utility)    located  on  those  lands 
can  be  required  to  pay  rent  for  the  use  of  the  land.  Most 


^  For  example,   most  of  the  Port  of  Seattle's  facilities  are  located  in 
Seattle  but  its  commissioners  are  elected  by  the  voters  in  King 
County . 
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Tidelands  Trust  ports  also  are  permitting  authorities, 
having  broad  authority  over  all  types  of  development  in  the 
harbor.     All  of  the  Tidelands  Trust  ports  have  municipal 
parents . 

3.  Municipal  Ports 

Of  the  103  ports  included  in  the  survey,   23.3  percent 
were  city-owned  ports  and  an  additional  14 . 6  percent  were 
city-county  combinations.     Municipal  ports  include  the 
largest  ports   (Los  Angeles  and  Long  Beach)   and  some  of  the 
smallest   (Humboldt  Bay,   and  the  Massachusetts  ports 
included  herein) .     In  general,  municipal  port  authorities 
are  linked  more  closely  to  their  parent  governments  than 
are  county-owned  ports,   as  indicated  by  the  fact  that  83.3 
percent  of  municipal  ports  have  appointed  directors. 

4.  County,   State,  and  Regional  Ports 

These  port  authorities  are  similar  in  most  ways  to 
municipal  ports.     One  important  difference,   however,  is 
that  state-owned  ports  often  receive  substantial  subsidies 
from  their  parent  state.     Often,   the  port  will  receive 
capital  funds  from  bond  issues  that  are  repaid  from  the 
state's  general  funds.     The  states  that  provide  large 
subsidies  to  one  or  more  of  their  ports  do  so  for  two 
reasons.     First,   they  think  the  investment  in  port 
infrastructure  and  facilities  will  provide  a  competitive 
advantage  for  shippers  and  receivers  located  in  the  state 
and  will  attract  new  businesses.     Second,   they  think  the 
economic  impacts  generated  by  increased  port  activity  will 
more  than  offset  their  investment. 
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III.    PORT  INTERVIEWS 


A.        SCOPE  AND  FOCUS  OF  INTERVIEWS 


GOA  conducted  3  2  interviews  and  meetings  with  managers 
of  city  departments;   elected  officials;  managers  and 
directors  of  port  or  harbor  authorities;   stakeholders  and 
users  of  the  ports;   and  managers  in  state  agencies  having 
an  interest  in  the  ports.     Interviews  were  relatively  open- 
ended,   allowing  the  interviewees  wide  latitude  to  focus  on 
issues  of  importance  to  them. 

The  subjects  discussed  in  all  interviews  included 
existing  port  governance  and  effectiveness,  issues 
currently  facing  the  port,   and  recommendations  for  future 
forms  of  port  governance.     GOA  also  conducted  four 
telephone  interviews  of  port  directors  in  other  states  to 
gather  information  for  the  case  studies. 

A  list  of  the  people  interviewed  during  the  study  is 
included  as  Exhibit  A-1  in  the  Appendix. 


B.      SUMMARY  OF  INTERVIEW  RESULTS 


1.       Local  Versus  State  Port  Governance 

Virtually  all  of  the  interviewees  indicated  a  strong 
preference  for  continued  local  control  of  port  governance. 
In  essence,    they  did  not  think  a  state  organization  could 
be  as  effective  dealing  with  local  issues  and  diverse 
constituencies  as  a  local  agency. 

A  few  people,  who  also  favored  local  control, 
indicated  that  a  state  port  authority  would  be  attractive 
if  it  could  provide  capital  funding  and  had  more  financial 
stability  than  the  individual  ports. 

When  asked  whether  it  would  be  attractive  to  have  a 
state  agency  or  ports  association  that  would  provide 
assistance   (coordination,   planning,   &  education)   to  the 
ports,   virtually  all  interviewees  answered  affirmatively. 
A  number  of  people  said  they  thought  the  Seaport  Advisory 
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Council  should  be  expanded  to  provide  supporting  services 
to  the  local  port  management. 

Many  interviewees  indicated  that  funding  port 
improvements  or  port  development  has  been  a  problem  in  the 
past  because  there  are  many  competing  uses  for  available 
municipal  funds.     A  number  of  interviewees  thought  the 
State  should  fund  port  improvements  because  the  ports  are  a 
resource  important  to  the  State  as  a  whole.     A  few  people 
thought  MASSPORT  should  be  required  to  provide  funds  for 
port  development  projects  in  ports  other  than  Boston. 

2.       Effectiveness  of  Current  Governance  Structures 

People  generally  thought  the  existing  municipal 
agencies  were  doing  a  good  job  of  dealing  with  the  diverse 
interests.     One  person  said  that  the  poor  physical 
condition  of  the  port  showed  that  the  city  agencies  had  not 
focussed  enough  attention  on  maintaining  the  existing 
facilities . 

Many  people  indicated  that  existing  agencies  focussed 
primarily  on  city-  or  state-owned  facilities,  often 
ignoring  other  areas  of  the  port  or  harbor.     There  was 
general  agreement  among  interviewees  that  planning  should 
be  harbor-wide  and  coordinated  so  that  future  development 
would  maximize  the  available  resources.     Many  people  also 
indicated  that  the  local  port  agency  should  assist  private 
property  owners  with  development  projects  by  helping  to 
coordinate  the  efforts  of  the  city  and  state  agencies 
involved . 


3.     Current  Harbor  Conditions: 

The  interviewees  indicated  that  each  of  the  harbors  has 
old  facilities  that  require  substantial  repair  and 
improvement.     Many  private  wharves  and  docks  also  are  in 
poor  condition  and  probably  will  continue  to  deteriorate 
without  public  financial  support  of  some  kind.  Gloucester 
and  New  Bedford  have  experienced  serious  declines  in 
fishing  activity  and,   because  of  uncertainty  about  the 
condition  of  the  fisheries,   have  difficulty  projecting  what 
the  future  demand  will  be  for  fishing  support  facilities. 
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The  Fall  River  State  Pier,   which  is   in  excellent 
condition,   has  not  been  able  to  attract  cargoes  because  of 
a  lack  of  promotional  funds.     Salem  would  like  to  build  a 
new  pier  to  attract  passenger  ships  and  tour  boats;  the 
pier  also  would  focus  attention  on  the  harbor  by  providing 
sorely  needed  waterfront  access  to  residents  and  visitors. 
All  of  the  interviewees  were  hopeful  that  the  MCZM-funded 
harbor  studies  will  provide  information  that  will  help  them 
to  plan  more  effectively. 

4.     Key  Issues  Facing  the  Harbors: 

The  primary  issue  in  all  of  the  ports  was  how 
different  uses  should  be  balanced  in  developing  the 
harbors.     Fishing,   cargo  operations,   recreational  boating, 
passenger  ships,   and  tour  and  harbor  boats  all  are  water- 
dependent  uses  that  interviewees  generally  agreed  should  be 
accommodated.     Access  to  the  water  for  residents  and 
visitors  also  was  considered  to  be  important  by  many 
interviewees.     Conflicts  between  proponents  of  commercial 
and  recreational/visitor  uses  is  an  ongoing  issue  in  most 
ports.     It  is  likely  to  be  a  difficult  issue  in 
Massachusetts  ports,    too,   particularly  if  the  ports  are 
successful  in  reinvigorating  and  expanding  commercial  cargo 
operations . 

While  each  of  the  ports  had  specific  issues,  many 
interviewees  indicated  that  port  facilities  had  deteriorated 
in  recent  years.     The  poor  condition  of  some  facilities  was 
attributed  to  a  lack  of  demand  for  water-related  uses  and  to 
outdated  facilities  that  had  not  been  modernized.  Some 
interviewees  also  mentioned  the  general  lack  of  maintenance 
and  development  money  for  the  ports  because  of  the  strong 
competition  for  increasingly  scarce  municipal  funds. 
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IV.      PORT  GOVERNANCE  MODELS 


A.        TYPE  OF  ENTITY 


The  type  of  entity  selected  to  govern  a  port  should 
reflect  the  parent  government's  goals  for  the  port^ .  In 
establishing  the  goals,    the  city  will  have  to  consider  the 
trade  off  between  allowing  the  port  to  pursue  its  mission 
with  a  high  degree  of  independence  versus  making  it  more 
responsive  to  the  planning  politics  of  the  city  and  various 
development  interests.     Another  important  question  is  what 
degree  of  financial  independence  the  city  is  willing  to 
give  the  port.     Obviously,    if  the  city  controls  the  port's 
finances,    it  will  effectively  maintain  close  control  of  the 
port.     Such  control,   however,   could  have  a  negative  affect 
on  the  port's  ability  to  respond  to  the  marketplace. 

Whether  the  entity  is  called  a  port  authority,   a  port 
department,   or  a  transportation  authority  is  less  important 
than  it's  ability  to  achieve  the  goals  established  for  it. 
Similarly,   the  structure  of  the  port  entity  is  less 
important  than  the  powers  it  is  allowed  to  exercise. 


B.        PORT  AUTONOMY 


In  establishing  a  port  governance  entity,    the  single 
most  important  decision  is  the  degree  to  which  the  port 
will  be  independent  from  its  parent  city.     An  autonomous 
port  presumably  has  the  freedom  to  make  decisions  that  will 
strengthen  the  port.     Port  autonomy,   however,   can  lead  to 
conflicts  between  the  port  and  the  city.     For  example,  an 
autonomous  municipal  port  might  dedicate  its  lands  to 
industrial  operations  while  the  city  might  prefer  that  some 
of  the  port's  land  be  reserved  for  recreational  uses.  It 
is  import  to  note,   however,    that  even  a  port  with  a  high 
degree  of  independence  ultimately  must  be  responsive  to  its 
parent  government— or  to  its  constituents.     The  following 


^  Hereafter,    for  simplicity,    the  parent  government  will  be  referred  to 
as  "the  city"  and  the  port  entity  will  be  referred  to  as  "the  port". 
It  is  important  to  note,   however,    that  the  port's  parent  government 
could  include  more  than  one  city,   town,   or  county. 
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ten  factors,   which,    in  aggregate,   determine  how  independent 
a  port  entity  will  be,   are  discussed  in  the  following 
paragraphs . 

•  Approval  of  Strategic  Plans 

•  Approval  of  Development  Projects 

•  Control  of  Port  Employees 

•  Use  of  Parent  Government  Services 

•  Approval  of  Leases  and  Contracts 

•  Approval  of  Purchases 

•  Establishing  Pricing 

•  Financial  Accounting  System 

•  Debt  Financing  and  Bond  Issuance 

•  Disposition  of  Surplus  Revenues 

1.       Approval  of  Strategic  Plans 

Each  of  the  four  Massachusetts  ports  currently  is 
conducting  a  harborwide  study.     The  results  of  those 
studies  will  provide  a  foundation  that  can  be  used  to 
develop  the  port  organization's  strategic  plan. 

A  port's  strategic  plan  determines  what  lines  of 
business  it  will  engage  in;  what  facilities  it  will  own; 
whether  it  will  be  an  operating  or  a  landlord  port;   and  how 
the  lands  it  controls  will  be  used.     At  one  extreme,  the 
port  is  totally  autonomous  and  able  to  make  decisions 
without  any  outside  approval.     At  the  other  extreme,  the 
strategic  plan  must  be  submitted  to  and  approved  by  the 
parent  government . 

On  the  issue  of  land  use,  Massachusetts  ports  have 
less  autonomy  in  making  decisions  than  do  some  other  U.S. 
ports.     Typically,    land  controlled  by  Massachusetts  ports 
is  subject  to  local  zoning  ordinances  and  also  must  be 
consistent  with  Coastal  Zone  Management  Regulations.  Many 
California  and  Gulf  ports  have  total  autonomy  in 
determining  land  use,   not  being  subject  to  either  local  or 
state  zoning. 

A  higher  degree  of  independence  in  planning  and  land 
use  will  allow  a  port  to  be  more  responsive  to  the 
marketplace  it  serves.     On  the  other  hand,    the  parent  city 
may  not  be  willing  to  relinquish  its  control  over  decisions 
affecting  port  property. 


22 


2.  Approval  of  Development  Projects 

In  some  jurisdictions,  ports  must  obtain  permits  and 
approvals  from  the  parent  government  or  other  outside 
government  agencies.     In  others,    the  port  itself  approves 
its  own  projects.     Allowing  a  port  to  control  its  own 
development  and  environmental  quality  surely  decreases  the 
cycle  time  and  cost  of  development  projects  and  better 
serves  all  interests.     In  practice,   ports  that  are  allowed 
to  permit  their  own  projects  usually  make  certain  the 
projects  conform  to  the  parent  government's  standards. 

3 .  Control  of  Port  Employees 

Establishing  the  human  resource  system  for  the  port 
and  selecting,   promoting,   and  terminating  employees  often 
is  a  power  the  parent  government  is  unwilling  or  unable  to 
relinquish  to  the  port.     Commonly,   personnel  interest 
groups,   unions,   or  local  laws  may  require  that  the  city 
retain  control  over  human  resources  decisions.     If  the 
parent  does  retain  control,    it  should  ensure  that  it  does 
not  allow  human  resources  policies  to  interfere  with  the 
conduct  of  port  operations. 

4 .  Use  of  Parent  Government  Services 

In  obtaining  engineering,   design,  construction, 
technology,   or  other  services,   should  a  port  have  the 
freedom  to  select  the  best  vendor  or  should  it  have  to 
purchase  services  from  the  city?     Most  likely,    the  port 
would  prefer  to  decide  whether  it  should  provide  the 
services  with  its  own  personnel  or  purchase  services  from 
the  city  or  an  outside  vendor.     Most  cities,   on  the  other 
hand,   expect  to  gather  revenues  from  wherever  they  can  and 
may  require  the  port  to  purchase  city  services  when 
available. 

An  ancillary  question,  which  has  become  an  issue  in 
many  ports,    is  whether  the  port  should  pay  the  parent 
government  if  it  receives  services  such  as  police,  fire, 
rubbish  removal,   snow  removal,   etc.     In  most  cases,  ports 
do  not  pay  for  those  services,   receiving  the  same  benefits 
as  any  other  business  or  citizen.     In  other  cases,  payments 
by  the  port  to  the  parent  government  are  either  mandated  or 
have  been  negotiated.     In  Boston,  Massport  has  negotiated 
annual  payments  to  the  City  of  Boston  in  lieu  of  taxes. 
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5.  Approval  of  Leases  and  Contracts 

Many  parent  cities  are  unwilling  to  allow  ports  to 
enter  into  significant  leases  or  contracts  without  prior 
financial  and  legal  reviews  and  approvals  by  the  city.  The 
reasons  stated  for  requiring  such  reviews  are  to  avoid 
unnecessary  risk,    to  avoid  contracts  or  leases  that  may 
create  disputes  or  stir  up  political  passions,   or  to  ensure 
that  the  contracting  process  is  free  of  unlawful  influence. 

Allowing  a  port  to  be  independent  in  this  area  means 
the  port  can  conduct  its  own  business  and  take  its  own 
risks,   entering  into  those  contacts  and  leases  it  thinks 
will  best  fulfill  its  goals.     The  question  is  whether  port 
dealings  create  risk  for  the  parent  city  that  it  must  seek 
to  protect  itself  from  through  the  approval  process  or 
whether  the  city  simply  wants  to  exercise  political  control 
of  the  port. 

6.  Approval  of  Purchases 

Should  the  port  be  responsible  for  its  own  purchasing 
or  goods  and  services?     Or  should  it  be  required  to  conform 
to  the  city's  purchasing  regulations  or  even  obtain 
approval  through  normal  city  channels?     Although  it  would 
likely  be  more  efficient  for  the  port  to  handle  its  own 
purchasing,   requiring  that  it  conform  to  the  city's 
regulations  would  not  be  a  significant  problem  for  most 
ports , 

7 .  EsteUslishing  Pricing 

Competition  among  U.S.  ports  is  very  strong.     That  is 
particularly  true  in  New  England  where  a  large  number  of 
ports  is  clustered  in  a  relatively  small  area.     Given  the 
highly  competitive  nature  of  the  port  industry,    it  is  not 
always  possible  to  set  rates  at  the  level  required  to 
sustain  rational  port  finance  and  achieve  self-sufficiency. 
Although  rates  should  be  cost  driven,    they  often  are  set  on 
the  basis  of  market  realities  and  competitors'  behavior. 
Furthermore,   annual  fluctuations  in  port  activity  and  cargo 
volumes  can  substantially  affect  a  port's  financial 
performance. 
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Ports,    as  fee-driven  enterprises,   must  decide  whether 
they  will  maximize  their  revenues  by  charging  what  the 
market  will  bear  or  whether  they  will  set  rates  as  low  as 
possible  to  serve  existing  community  interests  and  attract 
new  business.     Ports  would  not  be  expected  to  raise  rates 
in  order  to  subsidize  other  city  activities  nor  to  raise 
rates  for  one  service  in  order  to  subsidize  another.  Both 
actions,   however,   have  occurred  with  some  frequency  and  for 
many  reasons.^     Thus,   port  pricing  is  an  issue  that  may  best 
be  addressed  by  each  port  and  city  in  full  public  debate. 

Ports  may  be  required  to  charge  higher  fees  if  they 
are  charged  overhead  or  indirect  expenses  by  their  parent 
city.     On  the  other  hand,   allocating  costs  to  the  port 
seems  reasonable  when  the  port  benefits  from  community 
resources.     In  recent  years,    this  issue  has  become  very 
heated  in  some  jurisdictions  as  municipalities  encountered 
budget  difficulties  and  looked  to  the  ports  for 
contributions . 


8.  Financial  Accounting  System 

From  a  business  perspective,   there  is  not  much  dispute 
over  the  desirability  of  keeping  a  port's  finances  distinct 
from  those  of  the  parent  city.     Having  financial 
independence  allows  the  port  to  manage  and  sustain  its 
business.     The  parent  city,   however,   often  wants  to 
integrate  the  port's  finances  with  its  own  in  order  to 
balance  budgets,   take  advantage  of  larger  pools  of  cash  in 
investment  or  retirement  funds,   or  to  extend  its  financial 
controls  to  the  port. 

9 .  Debt  Financing  and  Bond  Issuance 

Many  parent  cities  are  unwilling  to  allow  ports  to  incur 
significant  debt  or  issue  bonds  without  prior  approval.  In 
some  jurisdictions,   the  port's  attempt  to  incur  significant 
debt  or  issue  bonds  has  been  greeted  with  strong  opposition 
from  the  parent  city,   voter  groups,   or  both. 


For  example,   a  port  may  have  to  charge  a  shipper  moving  cargo  from  an 
inland  location  a  lower  rate  than  a  shipper  located  in  close  proximity 
to  the  port.     The  reason  is  that  the  inland  shipper  can  economically 
route  his  cargo  through  a  number  of  competing  ports  whereas  the  local 
shipper  would  incur  substantial  additional  costs  to  move  the  cargo  via 
another  port. 
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This  is  especially  true  in  ports  such  as  those  in  Texas  and 
Washington  that  have  the  ability  to  levy  property  taxes  in 
order  to  cover  capital  requirements.^ 

As  might  be  expected,   ports  that  generate  substantial 
net  revenue  usually  prefer  to  incur  debt  and  issue  bonds 
independently.     Conversely,   ports  with  weak  financial 
performance  often  look  to  the  parent  city  to  either 
guarantee  debt  or  to  jointly  issue  bonds. 

10.     Disposition  of  Surplus  Revenue 

The  majority  of  U.S.  port  authorities  do  not  have  to 
worry  about  the  disposition  of  surplus  revenue  as  they 
rarely  have  any.     However,   ports  that  do  earn  surplus 
revenue  have  come  under  increasing  pressure  in  recent  years 
to  transfer  a  portion  of  the  surplus  to  the  parent  city. 
In  California,   a  continuing  public  policy  debate  centers 
around  this  issue.     Cities  convinced  the  state  legislature 
to  pass  a  law  forcing  large,   profitable  ports  to  transfer  a 
portion  of  their  net  worth  to  the  parent  city  each  year. 
The  legislation  was  passed  during  times  of  severe  state 
budget  difficulties  and  applied  only  to  the  largest 
California  ports''"°.     The  ports  believe  the  law  is  illegal 
and  are  suing  the  cities  to  recover  the  funds  that  have 
already  transferred  or,   at  the  least,    to  stop  future 
transfers . 

The  cities  consider  the  transfers  to  be  simply  paying 
themselves  a  dividend  from  the  earnings  of  a  port  they  own. 
Conversely,    the  ports'  position  is  that  the  cities  are 
"reaping  public  dividends  from  port  profits"  at  the  risk  of 
decreasing  the  ports'   independence  and  undermining  their 
financial  condition.     Further,    the  ports  claim  the 
transfers  are  being  used  to  support  inefficient  city 
governments  while  limiting  the  ports'   ability  to  invest  in 
the  facilities  required  for  the  future. 

A  few  ports    (including  Redwood  City,   which  is  discussed 
later  in  this  report)   pay  a  portion  of  their  surplus 
revenues  to  their  parent  city  on  an  annual  basis.  Other 
ports  have  agreed  to  pay  their  parent  city  for  services 


'  Typically,   ports  can  levy  property  taxes  only  to  fund  capital 

projects;  most  are  specifically  prohibited  from  using  tax  proceeds  to 
subsidize  operations. 

^°  The  ports  of  Los  Angeles,   Long  Beach,   and  Oakland  have  been  most 
affected. 
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received,    essentially  making  a  payment  in  lieu  of  taxes.  In 
the  four  Massachusetts  ports  considered  during  this  study, 
it  is  unlikely  that  substantial  surplus  revenues  will  be 
generated  for  some  time.     Given  the  investment  that  will  be 
required  to  refurbish  existing  facilities,   or  to  build  new 
ones,   the  ports  will  likely  need  to  reinvest  any  surplus 
revenues  for  the  foreseeable  future. 


C.        FUNCTIONAL  APPROACH 


When  evaluating  what  form  of  port  governance  will  be 
best  for  a  particular  port,   the  likely  scope  of  the  port's 
operations  and  the  functional  requirements  both  must  be 
considered.     As  shown  in  Exhibit  8,   only  a  minimal  port 
organization  is  required  for  a  small,   single  facility 
operation.     At  that  level  of  operation,   a  city  port 
department,   staffed  by  a  single  person  receiving  supporting 
services  from  other  city  departments,  might  be  adequate. 

At  the  other  extreme  is  a  large-scale  port  operation 
that  might  control  many  facilities,   have  multi-modal 
operations,   or  control  facilities  both  within  and  outside 
the  city.     At  that  complex  level  of  operation,    the  port 
governance  organization  should  be  quasi -autonomous  in  order 
to  operate  efficiently;  MASSPORT  is  a  model  of  such  an 
organization . 

Obviously,  many  of  the  ports  will  have  operational 
scales  and  require  port  organizations  that  fall  between  the 
two  extremes.     Whether  staffed  by  one  or  many  people,  the 
port  governance  organization  will  need  to  fulfill  the  same 
basic  functions: 

•  marketing  and  sales; 

•  operations; 

•  finance  and  accounting; 

•  engineering  &  maintenance; 

•  environmental;  and, 

•  public  relations. 

Whether  the  port  organization  will  obtain  the  necessary 
services  from  existing  city  departments,   purchase  outside 
services,   or  provide  the  services  in-house  also  will  be  an 
important  factor  to  consider. 
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Exhibit  8 

Chosen  Form  of  Port  Governance 
Reflects  Scale  of  Operations 


Scale  of  Operations 
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D.        OTHER  CONSIDERATIONS  FOR  LOCAL  MODELS 


In  addition  to  the  scope  of  operations,   other  factors 
that  must  be  considered  when  evaluating  alternative  port 
governance  structures  include: 

funding  sources; 
powers  and  authority; 

degree  of  oversight  desired  by  parent  government; 
likely  operational  approach;  and, 
Staffing. 


1.       Funding  Sources 

Ports  earn  revenue  from  leasing  or  operating  the 
properties  they  own.     Cargo  terminals  generally  are  leased 
for  a  base  annual  rental  plus  a  variable  charge  per  unit  of 
cargo  handled.     Typically,   dockage  and  wharfage  charges 
accrue  to  the  port  organization .        However,    to  encourage  an 
operator  to  attract  and  handle  additional  cargo,  leases 
often  include  a  provision  that  allows  the  operator  to  keep 
a  portion  of  the  wharfage  charged  on  cargoes  in  excess  of  a 
specified  annual  volume  of  cargo.     Such  an  arrangement 
benefits  both  the  operator,   by  increasing  it's  profit 
margin,   and  the  jurisdiction,  by  increasing  economic 
impacts  generated  by  the  additional  activity.     Some  port 
organizations  own  equipment,   such  as  container  cranes,  that 
is  rented  to  operators  on  an  hourly  basis. 

Operating  ports  charge  ocean  carrier  customers  for  the 
services  provided  just  as  private  terminal  operators  and 
stevedores  do.     Charges  typically  are  levied  for 
stevedoring,   securing  and  lashing,   gate  charges /Trailer 
Interchange  Report   (TIR) ,   storage,   re-handling,  sorting, 
stuffing/stripping  containers,   equipment  rental,  and 
container  repair. 


^°  Dockage  is  a  daily  charge  for  allowing  a  ship  to  berth  at  a  pier  or 
wharf.     It  usually  is  based  on  the  ship's  Gross  or  Net  Register  Tons, 
or  on  its  length.     Wharfage  is  a  charge  for  allowing  cargo  to  be 
moved  over  the  wharf  or  pier.     It  is  applied  per  ton  of  unit  or  cargo 
(e.g.,   per  container  or  automobile)   and  varies  by  commodity. 
Wharfage  and  dockage  charges  are  listed  in  the  port  organization's 
tariff,   which  is  filed  with,   and  available  for  public  viewing  at,  the 
Federal  Maritime  Commission. 
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At  Other  U.S.   ports  similar  in  size  to  the 
Massachusetts  ports  on  which  this  report  focuses,  typical 
daily  dockage  charges  range  from  $0.15  to  $0.25  per  Gross 
Ton,   $0.20  to  $0.30  per  Net  Ton,   or  $2.00  to  $9.00  per  foot 
of  vessel  length,   depending  on  the  type  and  size  of  ship. 
Typical  wharfage  charges  are  shown  in  the  following  table. 


Table  1 

Typical  Wharfage  Charges  at 
Small-  and  Medium-Sized  U.S.  Ports 


Type  of  Cargo 

Range  of 
Wharfage  Charges 

Per  Unit 

Containers 

$15.00-$35.00 

Container 

Breakbulk 

$0.80-$1.75 

Ton 

Automobiles 

$2.00-$10.00 

Each 

Dry  Bulk 

$0.25-$1.50 

Ton 

Liquid  Bulk 

$0.50-$1.50 

Ton 

Source:  GOA,  Inc. 


In  addition  to  the  revenue  earned  from  leases, 
rentals,   and  operations,   some  ports  have  the  ability  to 
levy  property  taxes  within  their  jurisdictions.     Many  ports 
also  are  given  capital  fund  grants  for  specific  development 
projects  by  their  parent  governments.     This  occurs  most 
commonly  with  port  facilities  that  are  owned  by  states. 

Port  organizations  also  borrow  money  from  commercial 
lenders  and  many  issue  Industrial  Revenue  Bonds    (IDBs)  or 
General  Obligation  Bonds   (GOs) .     Obviously,    the  port 
organization  must  have  the  financial  capability  to  fulfill 
the  bond  underwriter's  requirements  to  ensure  the  security 
of  the  bond  amortization. 


2 .       Powers  and  Authority; 

The  parent  government  that  establishes  the  port 
organization  will  determine  how  much  independence  it  will 
have.     Parent  governments  that  desire  do  retain  close 
control  of  the  port  organization  likely  will  require  that 
any  leases  or  contract  be  approved  by  the  parent. 
Similarly,   administrative  functions,    including  purchasing. 
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may  be  monitored  by  the  parent's  administrative 
departments.     At  the  other  extreme,    semi -autonomous  port- 
organizations  typically  have  the  powers  and  authority 
required  to  operate  as  an  independent  profit  center, 
including  the  right  to  develop  and  finance  facilities, 
enter  into  long-term  leases  or  contracts,   and  to  govern  its 
own  operations  and  administration. 

3.  Degree  of  Oversight  Desired  by  Parent  Government 

The  degree  of  oversight  can  range  from  limited, 
typically  requiring  submission  of  an  annual  report 
summarizing  port  activities  and  plans,    to  close  oversight 
of  the  port's  activities  by  the  parent  government  with 
regular  reporting  on  a  monthly  basis— or  even  more 
frequently. 

4.  Likely  Operational  Approach 

The  primary  choice  is  whether  the  port  organization 
will  function  as  a  landlord  or  an  operator.     Of  course,  it 
also  could  lease  out  some  facilities  and  operate  others. 
Most  large  ports  generally  are  primarily  landlord  ports, 
leasing  terminals  to  stevedores  or  ocean  carriers.  Many 
medium  and  small  ports  are  operating  ports,   although  a 
stevedore  may  be  hired  to  manage  the  day-to-day  operations. 
Since  most  smaller  ports  have  a  single  terminal,  often 
handling  many  different  types  of  cargo,   having  the  port 
organization  operate  the  terminal  avoids  potential 
conflicts  that  may  arise  between  a  private  operator  and 
private  users,  who  often  also  compete  with  the  terminal 
operator  in  other  areas 

5.  Staffing 

Staffing  will  be  governed  largely  by  whether  the  port 
will  be  a  landlord  or  operate  facilities,   the  type  and  size 
of  facilities,   and  the  functional  requirements.  Typical 
port  authority  staffs  range  in  size  from  two  or  three 
people  to  hundreds.     The  Executive  Director  manages  all 
functions  of  the  port  organization  and,    in  a  small  port, 
likely  will  handle  day-to-day  activities  in  most  of  the 
functional  areas.     The  position  of  Marketing  Director  is 
the  second  most  important  job  within  a  port  organization. 
When  required,   other  managers  typically  have  responsibility 
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for  Operations,    Facilities  and  Engineering,    Finance  and 
Accounting,    Public  Affairs,   Administration,    and  Human 
Resources.     Ports  that  also  own  airports  have  an  Aviation 
Director  and  ports  with  substantial  properties  and  building 
have  a  Director  of  Real  Estate.     Large  ports  also  have  a 
General  Counsel.     In  small  ports,    it  is  not  unusual  for  all 
of  the  functional  areas  to  be  handled  by  two  or  three 
managers  and  a  two  or  three  person  support  staff. 

For  each  of  the  five  factors  discussed  in  the  preceding 
paragraphs.   Exhibit  9  lists  a  number  of  potential 
alternatives.     Each  alternative  then  is  matched  with  one  of 
four  governance  structures: 

•  Status  Quo; 

•  Minimal  Port  Organization; 

•  Expanded  Port  Organization;  and, 

•  Quasi-autonomous  Port  Organization. 

Each  of  those  structures  is  discussed  in  the  following 
paragraphs . 

1.  Status  Quo 

Of  the  four  ports,   only  Fall  River  has  a  full-time 
manager  responsible  for  port  activities.     The  other  three 
ports  rely  on  a  variety  of  commissions,   authorities,  and 
city  departments  to  manage,   operate,   and  plan  port 
facilities.     The  Port  of  Salem,  with  no  existing  port- 
related  agencies,  would  fall  into  this  category. 

2 .  Minimal  Port  Organization 

The  minimal  port  organization  would  be  a  full-time 
Port  Director  and  one  or  two  support  staff.  The 
organization  would  either  act  as  a  landlord,   or  hire  a 
stevedore  to  provide  terminal  services  to  the  port's 
customers.     Although  the  Port  Director  would  be  responsible 
for  achieving  the  objectives  established  for  the  port  by 
the  city,   he  or  she  would  require  approval  by  the  city 
council  or  the  mayor  of  significant  expenditures  or  before 
entering  into  leases  or  contract  other  than  short-term 
ones.     Most  administrative  services  would  be  provided  by 
existing  city  departments.     The  Fall  River  Line  Pier,  Inc. 
would  fall  within  this  category.     The  ports  of  New  Bedford 
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Exhibit  9 
Form  of  Port  Governance  is 
Dependent  on  Functions  and  Size 


Description 

Governance  Structure 

Status  Quo 

Minimal  City 
Port  Org. 

Expanded  City 
Port  Org. 

Quasi- 
autonomous 

Scope  o1 

F  Operations 

Existing  Port  Facilities 

X 

X 

X 

Expanded  Port  Facilities 

X 

X 

X 

HarboHA/ide  Responsibilities 

X 

X 

X 

Regional  or  Multi-modal 

X 

Funding 

City-funded 

X 

X 

Self-supporting  operations 

X 

X 

Fully  self-supporting 

X 

Powers  and  authority 

Through  City  Council 

X 

X 

Some  independent  authority 

X 

More  Independent  authority 

X 

Oversight 

City  Council  or  Commissioners 

X 

X 

Board  of  Commissioners 

X 

X 

Operational  approach 

Landlord  (build  &  lease) 

X 

X 

X 

X 

Operator  (build  &  operate) 

X 

X 

Staffing 

Existing  city  agencies 

X 

Small  staff  (coordinating) 

X 

Larger  staff  (coordinating) 

X 

Independent  staff 

X 

Source:  GOA 
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and  Gloucester  would  be  classified  at  the  lower  end  of  this 
category  because  neither  has  a  full-time  port  director 
responsible  for  developing  the  port's  potential  and 
proactively  marketing  its  services. 

3 .  Expanded  Port  Organization 

The  expanded  port  organization  would  have  additional 
managers  and  support  staff  to  handle  specific  functional 
areas,   particularly  marketing.     This  type  of  organization 
could  be  a  landlord  or  could  operate  facilities.     It  would 
have  more  independence  than  the  Minimal  Port  Organization 
although  very  large  expenditures  or  long-term  leases  or 
contracts  might  still  require  approval  by  the  parent.  The 
expanded  port  organization  might  have  bonding  authority  but 
the  parent's  advance  approval  might  be  required.  While 
some  administrative  services   (e.g.,  human  resources)  might 
be  provided  by  the  parent  government,   the  port  organization 
probably  would  handle  its  own  accounting,  payroll,  and 
purchasing. 

4.  Quasi -autonomous  Port  Organization 

This  type  of  port  organization  would  have  managers  and 
support  staff  to  handle  the  major  functional  areas.  It 
would  have  a  high  degree  of  independence,  both 
operationally  and  financially,    from  the  parent  government. 
It  would  have  the  power  to  incur  debt  or  issue  bonds.  It 
would  handle  its  own  administrative  services.     MASSPORT  and 
the  Redwood  City  Port  Authority  are  examples  of  quasi- 
autonomous  port  organizations. 

Comparing  the  alternatives  to  the  type  of  structure 
they  require   (see  Exhibit  9)  provides  an  initial  indication 
of  what  form  a  port  organization  might  take  to  best  achieve 
the  city's  port-related  goals.     However,   rather  than  being 
discrete  organizational  alternatives,   as  described  herein, 
port  organizations  cover  a  continuum.     As  ports  grow  and 
develop  new  facilities,   the  port  organization  adds  the 
functions  and,    if  necessary,   the  staff  required. 
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E.        DESIRABILITY  OF  HAVING  A  STATE-LEVEL 

ORGANIZATION  TO  SUPPORT  LOCAL  ORGANIZATIONS 


No  matter  what  form  of  port  governance  is  selected  by 
each  city,    there  are  some  functions  that  cannot  easily  be 
provided  at  the  local  level.     The  following  table  shows 
functions  that  can  best  be  handled  at  the  local  level  as 
well  as  those  that  are  better  suited  to  a  state-level 
organization . 


Table  2 
Port  Organization  Functions 


Local  Organization 

Statewide  Organization 

Choice  of  local  organization 

Market  statewide  port  services 

Choice  of  activities 

Financial  assistance  or  guarantees 

Choice  of  personnel 

Coordinate  statewide  disposal  sites 

Choice  of  new  projects 

Improve  interagency  coordination 

Financing  projects 

Facilitating  state/federal  licensing 

Marketing  local  services 

Accountability  to  state  taxpayers 

Source:  GOA 


Marketing  support  undoubtedly  is  the  most  important  of 
the  functions  that  can  be  provided  by  a  state-level 
organization.     A  state-level  organization  also  would 
provide  a  forum  for  the  ports  to  coordinate  activities, 
share  information,   and  help  each  other. 

A  state-level  organization  could  either  be  an 
independent  organization  supported  by  member  ports  or  it 
could  be  a  state  entity.     There  are  many  models  in  the  port 
industry  of  member-supported  organizations.     At  the 
national  level,    there  is  the  American  Association  of  Port 
Authorities,   which  lobbies  for  the  ports,    sponsors  seminars 
and  educational  programs,   and  collects,   analyzes,  and 
disseminates  information  to  its  member  ports.  Similar 
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regional  organizations  exist  for  Gulf  Coast  ports,  North 
Atlantic  ports,   and  California  ports.     The  primary  problem 
with  a  member-supported  organization  of  Massachusetts  ports 
would  be  funding  it.     Providing  the  supporting  services 
that  the  ports  would  find  attractive  probably  would  cost 
more  than  the  ports  could  afford  to  contribute. 

A  number  of  interviewees  indicated  that,   with  expanded 
capabilities,    the  Seaport  Advisory  Council  could  be  the 
perfect  organization  to  support  the  ports  at  the  state 
level.     One  problem  with  that  approach  is  that  MSAC  could 
be  dissolved  by  the  governor,   or  a  future  governor,   at  any 
time.     Conversely,   making  MSAC  a  state  agency  or  department 
would  necessitate  fitting  it  in  to  the  existing  state 
government  structure  and  might  limit  its  ability  to  operate 
as  efficiently  as  it  does  today. 

A  nearby  example  of  the  recent  formation  of  a  state- 
wide port  authority  is  the  State  of  Connecticut's  Coastline 
Port  Authority,   created  by  the  Legislature  in  1993  to 
provide  assistance  to  Connecticut's  public  and  private 
marine  terminals.     The  legislation,  which  specified  the 
purpose  of  the  new  Authority,   covered  many  of  the  functions 
a  state-level  organization  can  undertake  to  support  the 
local  port  organizations,   as  follows: 

"The  purpose  of  the  authority  shall  be  to  promote  the 
economic  development  of  the  port  areas  of  Bridgeport, 
New  Haven,   and  New  London,    in  support  of  the  entities'""^ 
operating  said  port  areas,  by: 

1.  providing  economic  development  planning; 

2.  identifying  new  opportunities  for  the  ports; 

3 .  encouraging  year-round  use  of  water-related 
industries ; 

4.  ensuring  competitiveness  of  port  resources; 

5.  analyzing  the  potential  for  private  investment  in 
said  ports; 

6.  analyzing  the  types  of  industries  that  could  use 
the  ports; 

7.  determining  port-related  capital  spending  needs; 

8.  recommending  investments  in  port  infrastructures; 

9.  working  with  other  agencies  to  maintain  utility 
and  other  infrastructure  capabilities  of  the 
ports ; , 


The  marine  terminals  in  Bridgeport  and  New  Haven  are  privately  owned 
and  operated.     The  State  Pier  in  New  London  is  owned  by  the  State  and 
leased  to  a  private  operator. 
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10.  improving  the  competitive  position  of  the  ports 
through  unified  marketing; 

11.  strengthening  the  niche  market  of  each  port  to 
ensure  an  identifiable  competitive  advantage; 

12.  reviewing  ocean-borne  international  trade  in  New 
England,   analyzing  historical  trends,  and 
forecasting  future  cargo  flows  at  the  ports;  and, 

13 .  maintaining  a  current  impact  analysis  for  each 
port  and  for  the  state  port  system  as  a  whole." 

The  Connecticut  Coastline  Port  Authority  is  unusual  in 
that  it  does  not  own  or  operate  any  facilities,   but  simply 
provides  support  to  the  entities  that  do.     To  achieve  its 
purpose,    the  Authority's  13  member  Board  of  Directors  has 
the  following  powers: 

•  the  right  to  hire  employees; 

•  to  solicit,   receive,   and  accept  aid,   grants,  or 
contributions  from  any  source  of  money,   property,  or 
labor  or  other  things  of  value; 

•  to  acquire,    lease,   purchase,   own,   manage,   hold  and 
dispose  of  personal  property; 

•  to  enter  into  all  contracts  and  agreements; 

•  to  sue  and  be  sued; 

•  to  procure  insurance; 

•  to  account  for  and  audit  funds  of  the  authority; 
and, 

•  to  apply  to  the  Secretary  of  Commerce  to  establish 
foreign  trade  zones  in  the  ports . 

Other  than  the  power  to  accept  grants,    the  only 
funding  specified  in  the  legislation  is  the  following. 
"The  commissioner  of  transportation  shall,   within  available 
appropriations,   provide  administrative  or  other  services  to 
the  authority." 

The  Massachusetts  ports  must  decide  whether  they  can 
best  be  supported  by  a  voluntary  organization,   an  expanded 
Seaport  Advisory  Council,    or  some  other  state-sponsored 
organization.     Regardless  of  what  form  the  state-level 
organization  takes,    it  will  be  a  key  factor  in  helping  the 
ports  to  coordinate  their  operations  rather  than  competing 
among  themselves. 
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V.        PORT  GOVERNANCE  CASE  STUDIES 


A.        PORT  OF  REDWOOD  CITY,  CA 


1.  Organization 

The  Port  of  Redwood  City  is  the  most  independent  of 
the  four  ports  reviewed  in  this  section  and,   therefore,  one 
of  the  most  interesting.     The  Port  of  Redwood  City  was 
established  in  1936  when  voters  agreed  to  amend  the  City's 
charter.     The  Port  of  Redwood  City,   CA  is  required  by  its 
charter  to  be  a  self-supporting  municipal  department.  The 
City  Council  appoints  five  commissioners  for  terms  of  five 
years.     The  Board  of  Port  Commissioners  sets  policy  for  the 
Port,   oversees  its  operations,   controls  its  finances,  and 
hires  the  executive  director. 


2.       Description  of  Operations 

The  Port  of  Redwood  City,    located  in  south  San 
Francisco  Bay,   owns  100  acres  of  maritime,    industrial  and 
commercial  property  and  is  landlord  to  both  maritime  and 
commercial  customers.     The  Port's  market  niche  is  dry  bulk 
and  neo-bulk  cargoes.     The  Port  is  a  landlord  port,  leasing 
it's  facilities  to  private  operators.     The  Port's  tenants 
include : 

•  Sims  Metal  America,  which  recycles  220,000  vehicles 
annually  and  exports  the  ferrous  scrap  metal  to  the 
Far  East  and  India; 

•  Pabco  Gypsum,  which  imports  270,000  tons  of  gypsum 
annually  from  Mexico; 

•  Bell  Marine,  which  recycles  150,000  tons  of  concrete 
and  asphalt  and  imports  100,000  tons  of  construction 
aggregates  annually; 

•  Romic  Environmental  Inc.,   which  transships  2.8 
million  gallons  of  recycled  industrial  fuel 
annually; 

•  Seaport  Environmental,  which  recycles  pipeline  waste 
for  resale  as  useable  fuel; 
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•  Pressure  Vessel  Service,   which  is  a  state-of-the-art 
chemical  distribution  facility; 

•  RMC  Lonestar  and  Kaiser  Cement,   which  use  the  Port's 
docks  for  pneumatic  transfer  of  cement  products; 
and, 

•  U.S.  Geological  Survey,  which  operates  its  marine 
facility  for  oceanographic  research  vessels. 

The  Port  has  five  berths  totaling  1,800  feet.  Water 
depth  at  the  berths  is  34  feet  at  MLLW  and  controlling 
depth  in  the  channel  is  3  0  feet  at  MLLW.     The  tidal  range 
at  the  Port  is  seven  feet.     Although  almost  all  of  the 
Port's  facilities  are  leased  to  private  companies,    the  Port 
has  a  vacant  10  acre  site  available  for  development  and 
also  has  a  dormant  nine  acre  liquid  bulk  terminal,  which 
has  nine  steel  tanks  with  a  total  capacity  of  15  million 
gallons.     The  liquid  bulk  terminal  was  acquired  by  the  Port 
from  a  private  company  in  1995  and  currently  is  undergoing 
clean-up.     It  is  expected  to  be  available  for  lease  to  a 
private  operator  by  the  end  of  1998. 

In  addition  to  its  industrial  facilities,    the  Port 
also  owns  a  200  berth  marina  and  a  90,000  square  foot 
office  complex  that  accommodates  250  to  300  workers.  It 
also  rents  facilities  to  the  Sequoia  Yacht  Club  and  the 
Spinnaker  Sailing  Club"^^.     Two  restaurants,   owned  by  the 
Port  and  leased  to  private  operators,   currently  are  closed. 
One  of  the  restaurants  is  being  converted  to  a  small 
conference  and  meeting  center, 

3 .       Financial  Performance 

The  Port  of  Redwood  City's  charter  requires  it  to  be 
self-supporting  financially,   and  it  is.     During  fiscal  year 
1997,    the  Port  had  Net  Income  of  $538,890  on  total  revenues 
of  $2.54  million,   a  21  percent  return  on  sales,   as  shown  in 
Exhibit  10. 

The  Port's  charter  also  requires  it  to  "...annually  pay 
over  to  the  General  Funds  of  the  city  profits  from  the 
operation  of  the  port  and  any  surplus  funds  which  in  its 


In  addition  to  being  a  tenant,    the  Spinnaker  Sailing  Club  also 
manages  the  day-to-day  operations  of  the  marina  under  a  contract  with 
the  Port. 
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Exhibit  10 
Port  of  Redwood  City 
Statement  of  Revenues,  Expenses,  and 
Changes  in  Retained  Earnings 
Fiscal  Years  1996  and  1997 


Fiscal  Year 
Ending  June  30th 

Percentage  of 
Total 

1997 

1996 

1997 

1996 

INCOME  FROM  OPERATIONS 

Wharfage  and  dockage 

$900,871 

$720,000 

35.4% 

28.3% 

Facilities  usage  charge 

$118,467 

$140,239 

4.7% 

5.5% 

Marina  fees  and  slip  rentals 

$376,195 

$363,815 

14.8% 

14.3% 

Rental  Income-Marine/industrial 

$621,505 

$732,956 

24.4% 

28.8% 

Rental  lncome--Comnnercial/Office 

$420,090 

$488,638 

16.5% 

19.2% 

Line  handling 

$64,332 

$60,254 

2.5% 

2.4% 

Miscellaneous  Operating  Income 

$41,795 

$35,938 

1 .6% 

1 .4% 

Total  Income  from  Operations. 

$2,543,255 

$2,541,840 

100.0% 

100.0% 

OPERATING  EXPENSES 

Port  operating  expenses 

$364,070 

$293,214 

18.9% 

15.6% 

Marina  operating  expenses 

$173,605 

$137,983 

9.0% 

7.3% 

Administrative  &  General  expenses 

$953,780 

$964,470 

49.4% 

51 .2% 

Depreciation 

$437,485 

$489,312 

22.7% 

26.0% 

Total  Operating  Expenses 

$1,928,940 

$1,884,979 

100.0% 

1 00.0% 

OPERATING  INCOME 

$614,315 

$656,861 

NON-OPERATING  INCOME  (EXPENSES) 

Interest  earnings 

$66,272 

$37,104 

Interest  expense 

($123,697) 

($144,985) 

Other  income  (expenses) 

($18,000) 

($2,895) 

Total  Non-Operating  Income 

($75,425) 

($110,776) 

NET  INCOME 

$538,890 

$546,085 

RETAINED  EARNINGS-START  OF  YEAR 

$11,076,945 

$10,683,370 

SUBVENTION  TO  CITY  OF  REDWOOD  CITY 

($152,595) 

($152,510) 

RETAINED  EARNINGS-END  OF  YEAR 

$11,463,240 

$11,076,945 

Source:  Port  of  Redwood  City 
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judgement  may  not  be  needed  for  port  purposes..."  .     In  recent 
years,    the  Port  has  paid  the  City  subvention  equal  to  six 
percent  of  the  Port's  gross  revenue.     In  FY  1997,  the 
subvention  amounted  to  $152,595  or  28.3  percent  of  the 
Port's  Net  Revenue.     The  subvention  to  the  City  could  be 
higher  or  lower  than  six  percent,   depending  on  the  Port's 
financial  performance.     If  the  Port  had  a  substantially 
higher  net  margin,    the  Commissioners  would  like  pay  a 
higher  percentage  of  gross  revenues  to  the  City.      If  the 
Port  had  a  bad  year  financially,    it  would  pay  less. 
Therefore,    in  the  interest  of  both  parties,   the  six  percent 
rate  is  not  codified,   even  though  it  has  been  in  effect  for 
a  number  of  years. 


A.        PORT  OF  EASTPORT,  ME 


1.  Organization 

The  Port  of  Eastport  is  a  small  port,    located  on  the 
northern  coast  of  Maine  in  a  town  of  less  than  2,000 
residents.     The  Eastport  Port  Authority  was  established  by 
an  act  of  the  Maine  Legislature  in  1977,   specifically  to 
build  and  operate  a  new  Pier.     The  Port  Authority  has  a 
seven-member  Board  of  Directors  comprised  of  the  City 
Manager,    the  President  of  the  City  Council,   the  Chairman  of 
the  Chamber  of  Commerce,   and  four  elected  directors. 

Originally,    the  Port  Authority  had  the  authority,  with 
the  approval  of  the  City  Council,   to  acquire,  construct, 
operate,   maintain,   repair,   and  replace  piers,    terminal  and 
warehouse  facilities  on  the  land  and  in  the  water  within 
the  City  of  Eastport.     It  was  granted  the  right  of  eminent 
domain  and  also  had  the  right  to  issue  bonds  up  to  a  cap  of 
$500,000  million.     In  1997,    the  bond  cap  was  increased  to 
$6  million. 

In  1994,    the  Legislature  broadened  the  Port 
Authority's  charter  in  three  ways.     First,    the  charter  was 
changed  to  allow  the  Port  Authority  to  acquire  property 
without  approval  of  the  City  Council.     Second,    in  addition 
to  piers  and  terminals,    it  was  allowed  to  build  and  operate 
highways,   suitable  buildings,    filling  stations, 
restaurants,   or  engage  in  other  business  opportunities  that 
are  not  in  direct  competition  with  established  businesses. 
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Third,    the  Port  Authority  was  allowed  to  enter  into 
business  relationships  and  contracts  outside  the  limits  of 
the  City  of  Eastport. 

2.  Description  of  Operations 

The  Port  currently  has  a  single  finger  pier  used  to 
handle  primarily  forest  products  and  agricultural  exports. 
A  second,    larger  pier  currently  is  under  construction  at  a 
cost  of  about  $20  million.     The  Port  issued  bonds  for  $1.2 
million  of  the  total.     The  majority  of  the  funding  is  being 
provided  by  a  non-recourse  State  bond  issue.     A  small 
portion  of  the  funding  is  being  provided  by  the  U.S. 
Economic  Development  Administration. 

3.  Financial  Performance 

The  Port's  Profit  and  Loss  statement  was  not  available 
but  its  Balance  Sheet  as  of  December  31,    1997  is  included 
as  Exhibit  11.     As  indicated,   the  Port's  total  assets  are 
less  than  $200,000.     It  can  be  expected  that  the  Port 
Authority's  balance  sheet  will  improve  once  the  new  pier  is 
operational . 


C.        PORT  OF  RICHMOND,  VA 


1.  Organization 

The  Port  of  Richmond  was  formed  in  1941  to  operate  a 
breakbulk  cargo  terminal  formerly  owned  by  the  federal 
government.     The  Richmond  Port  Authority  has  13  directors 
appointed  by  the  City  Council.     The  duties  and  functions  of 
the  Port  Commission  were  detailed  in  its  charter  and 
provide  an  excellent  overview  of  the  activities  that  a  port 
organization  must  accomplish;   the  list  of  functions  is 
shown  in  Exhibit  12. 


2.       Description  of  Operations 

The  Port  of  Richmond  leases  it's  terminal  out  to  a 
private  operator.    Federal  Marine  Terminals,   which  provides 
stevedoring  and  terminal  services  to  ocean  carriers  and 
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Exhibit  11 
Eastport  Port  Authority 
Balance  Sheet 
December  31, 1997 


ASSETS 

Current  Assets 

Cash 

$139,114 

Accounts  Receivable 

$19,263 

Total  Current  Assets 

$158,376 

Fixed  Assets* 

Land 

$200,000 

Buildings 

$0 

Furniture  and  Fixtures 

$29,063 

Total  Fixed  Assets 

$229,063 

Less:  Due  Capital  Projects  Fund  (New  Port) 

$72,797 

TOTAL  ASSETS 

$156,266 

LIABILITIES 

Current  Liabilities 

Accounts  Payable 

$5,099 

Federal  Withholding 

$853 

Social  Security 

$1,032 

Medicare 

$241 

State  Withholding 

$340 

SUTA 

$1,386 

Retirement 

$129 

Total  Current  Liabilities 

$9,080 

Long  Term  Liabilities 

Estes  Head  Mortgage 

$73,307 

Warehouse  1  Loan 

$382,964 

250K  Loan 

$250,000 

Total  Long  Term  Liabilities 

$706,272 

Less:  Required  for  Debt  Service 

$706,272 

TOTAL  LIABILITIES 

$9,080 

PORT  AUTHORITY  EQUITY 

Retained  Earnings 

$147,186 

TOTAL  PORT  AUTHORITY  EQUITY 

$147,186 

TOTAL  LIABILITIES  AND  EQUITY 

$156,266 

Source:  Easport  Port  Authority 
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Exhibit  12 


Port  of  Richmond  Commission 
Duties  and  Functions 

The  Port  of  Richmond  shall  have  the  following  duties  and 
functions : 

1.  Be  accountable  and  responsible  for  the  management  and 
control  of  the  Port,    including  planning,  financing, 
capital  improvements,  maintenance,   operation,  and 
performance ; 

2.  Establish  policy,   perform  or  cause  to  be  performed  all 
management  functions  relative  to  the  Port; 

3.  Plan  for  utilization  of  the  port  in  a  manner  that  will 
create  maximum  economic  benefits  to  the  City; 

4.  Establish  priorities  for  capital  improvements  and, 
subject  to  the  provisions  of  the  Charter  relating  to 
capital  projects,    implement  a  capital  improvement 
program; 

5.  Arrange  for  dredging  of  the  turning  basin  and  tug 
berthing  area  as  necessary  and  dispose  of  sand  and 
spoils ; 

6.  Arrange  for  financing  of  all  Port  improvements, 
maintenance  and  operations  by  one  or  more  of  the 
following : 

a.  Levying  and  collecting  a  tonnage  surcharge; 

b.  Utilizing  all  income  received  from  the  Port 
operator; 

c.  Utilizing  all  income  received  from  other  sources; 

d.  Borrowing  money,    including  the  issuance  of 
revenue  bonds  and  notes; 

e.  Securing  grants  or  loans  from  other  governmental 
entities  and  political  subdivisions,  including 
but  not  limited  to  the  United  States,    the  State 
and  the  counties  of  Chesterfield,   Hanover  and 
Henrico ; 
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Exhibit  12  (continued) 
Page  2  of  2 


f .       Securing  funds  from  other  sources  as  may  be 

deemed  in  the  best  interests  of  the  Port  by  the 
Port  of  Richmond. 

7.  Provide  for  day-to-day  operations  of  the  Port, 
including  stevedore  service; 

8.  Cause  to  be  kept  such  accounts  and  financial  records 
incidental  to  the  Port  and  such  other  accounts  and 
records  as  it  deems  necessary  to  facilitate  the 
efficient  operation  of  the  Port; 

9.  Set  performance  standards  and  guidelines  for  the 
operation  of  the  Port; 

10.  Establish  rules,   regulations  and  service  charges  for 
the  use  of  the  Port; 

11.  Approve  tariffs  and  rate  schedules; 

12.  Adjudicate  user  and  other  Port-related  complaints; 
provided,   however,    that  nonvoting  members  shall  not 
participate  in  such  adjudication; 

13.  Promote  and  market  the  Port; 

14.  Submit  an  annual  budget  and  five   (5)  year  plan  of 
capital  improvements  to  the  City  Manager  on  or  before 
the  first  day  of  February  of  each  year; 

15.  Submit  an  annual  report  to  the  Council  ninety  (90) 
days  after  the  Port  of  Richmond  Fiscal  year  which 
shall  end  on  the  thirtieth  day  of  June  of  each 
calendar  year;  and, 

16.  Meet  at  least  bi-monthly;  provided,   however,    that  any 
foirmal  action  by  the  Port  of  Richmond,   except  when 
such  formal  action  is  taken  by  its  executive  committee 
as  provided  hereinafter,   shall  require  the  affirmative 
vote  of  at  least  five   (5)   of  its  commissioners. 


Source:  Richmond  Code,  Section  21-37 
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shippers.     Richmond  handles  both  containerized  and 
breakbulk  general  cargoes.     Until  recently,    the  Port 
received  substantial  volumes  of  breakbulk  tobacco. 
However,    the  lack  of  suitable  breakbulk  services  forced  the 
importers  to  shift  the  tobacco  to  containers.  Now, 
containerized  tobacco  typically  is  landed  in  Norfolk  and 
trucked  to  the  Port  of  Richmond,  where  the  containers  are 
stripped  and  the  tobacco  stored  at  the  Port. 

Although  the  Port  is  located  on  the  James  River,  90 
miles  from  the  sea,    its  location  allows  it  to  serve  a 
secure  niche  market.     Within  close  proximity  to  the  Port 
are  many  cigarette  manufacturing  and  petrochemical 
companies.     The  tobacco  manufacturers  use  the  Port  both  for 
the  import  of  leaf  tobacco  and  for  the  export  of 
cigarettes.     The  petrochemical  companies  use  the  Port 
primarily  for  exports  of  chemicals. 

Unlike  most  other  U.S.  Atlantic  Coast  ports,    the  Port 
of  Richmond  uses  longshoremen  belonging  to  the  Teamsters 
Union  rather  than  to  the  International  Longshoremen's 
Association   (ILA) .     The  Port's  contract  with  the  Teamsters 
allows  it  to  hire  casual  laborers  to  assist  the  permanent 
longshoremen  during  busy  times.     As  a  result,    the  Port  has 
much  lower  labor  costs  than  the  ILA  ports. 

The  Port  of  Richmond  is  one  of  the  two  ports  called  by 
Independent  Container  Line   (ICL),  which  provides  two 
Transatlantic  sailings  a  week  from  the  Port.     ICL  has  a 
particularly  close  relationship  with  the  tobacco  and 
petrochemical  companies,   which  have  entered  into  five-year 
contracts  of  affreightment  with  the  Line."'"'* 

3 .       Financial  Performance 

During  the  fiscal  year  ending  June  30,    1997,    the  Port 
of  Richmond  earned  net  income  of  $178,532  on  revenues 
totaling  $1.6  million.     As  shown  in  Exhibit  13,  54.5 
percent  of  the  Port's  revenues  were  earned  from  wharfage. 
Although  the  Port  has  been  financially  self-sustaining  for 
many  years,    it  did  receive  an  eight  million  dollar  capital 
grant  from  a  state  port  bond  issue"^^.     The  money  was  used  to 


'■^  One-year  contracts  are  common  in  the  container  shipping  business; 
contracts  longer  than  two  years  are  very  unusual. 
The  bonds  were  issued  about  1990 
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Exhibit  13 
Port  of  Riclimond 
Statement  of  Revenues,  Expenses,  and 
Changes  in  Retained  Earnings 
Fiscal  Years  Ending  June  30th 


Fiscal  Year 

Percentage  of  Total 

1996-1997 

1995-1996 

1994-1995 

1996-1997 

1995-1996 

1994-1995 

OPERATING  REVENUES 

Terminal  Base  Rental 

$210,000 

$210,000 

$210,000 

1 3.4% 

13.3% 

16.2% 

Wharfage  Fees 

$853,039 

$824,618 

$725,232 

54.5% 

52.3% 

56.0% 

Dockage  Fees 

$112,643 

$124,259 

$103,383 

7.2% 

7.9% 

8.0% 

Supplennental/Storage  Fees 

$300,469 

$299,276 

$175,861 

19.2% 

19.0% 

13.6% 

Crane  Fees 

$31,229 

$35,904 

$30,140 

2.0% 

2.3% 

2.3% 

Truck  Scale  Fees 

$35,874 

$29,537 

$28,243 

2.3% 

1 .9% 

2.2% 

Livestock  Facility  Fees 

$0 

$30,735 

$0 

0.0% 

2.0% 

0.0% 

Office  Rental 

$21,060 

$21,060 

$21,060 

1 .3% 

1.3% 

1 .6% 

Total  Operating  Revenue 

$1,564,314 

$1,575,389 

$1,293,919 

100.0% 

100.0% 

100.0% 

OPERATING  EXPENSES 

Administration 

$423,465 

$419,210 

$516,908 

29.1% 

35.1% 

45.0% 

Marketing  &  Public  Relations 

$55,301 

$54,338 

$54,433 

3.8% 

4.5% 

4.7% 

Operations  &  Engineering 

$180,173 

$123,142 

$130,242 

12.4% 

10.3% 

1 1 .3% 

Depreciation 

$797,481 

$598,220 

$447,202 

54.8% 

50.1% 

38.9% 

Total  Operating  Expenses 

$1,456,420 

$1,194,910 

$1,148,785 

100.0% 

100.0% 

100.0% 

Operating  Income  (Loss) 

$107,894 

$380,479 

$145,134 

NON-OPER.  REVENUES  (EXP) 

Interest  Income 

$71,115 

$73,930 

$133,797 

Miscellaneous  Revenues 

($477) 

$2,538 

$153,489 

Gain  (Loss)  on  Disposal  of  Assets 

$0 

SO 

($113,976) 

Total  Non-Operating  Income  (Loss) 

$70,638 

$76,468 

3173,310 

NET  INCOME  (LOSS) 

$178,532 

$456,947 

$318,444 

Add:  Depreciation  on  Assets' 

$360,501 

$205,515 

$53,138 

Retained  Earnings-July  1,  1995 

$5,862,802 

$5,200,340 

$4,828,758 

Retained  Earnings-June  30,  1996 

$6,401,835 

$5,862,802 

$5,200,340 

Source:  Port  of  Richmond  Commission 

*Note:  Depreciation  on  Assets  Acquired  with  Contributed  Capital 
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create  a  third  berth  and  to  upgrade  the  landside  terminal 
facilities.     The  Port's  Balance  Sheet,   shown  as  Exhibit  14, 
indicates  that  the  Port  has  a  financial  condition  adequate 
to  continue  to  serve  its  customers. 


D.        PORT  OF  PORTLAND,  ME 

1.  Organization 

The  Port  of  Portland,  Maine  is  a  department  within  the 
City  of  Portland.     The  Port  Department  controls  four 
facilities— the  Maine  State  Pier,    the  International  Marine 
Terminal,    the  Portland  Fish  Pier,   and  the  International 
Trade  Center,   an  office  building.     There  are  five  employees 
in  the  Port  Department . 

The  Portland  Fish  Pier  is  owned  by  a  public  authority 
created  by  an  act  of  the  Maine  Legislature.  The 
commissioners  of  the  Fish  Pier  Authority  also  are  the 
City's  commissioners.     The  Fish  Pier  Authority  contracts 
with  the  Port  Department  to  operate  the  Fish  Pier.  The 
International  Marine  Terminal  is  operated  as  an  Enterprise 
Fund.     However,   surplus  revenue  is  not  retained  but  is  paid 
into  the  City's  general  fund.     The  Maine  State  Pier  and  the 
Trade  Center  are  operated  as  general  fund  accounts  within 
the  Port  Department.     Currently,    the  Maine  State  Pier  is 
not  used  to  ship  or  receive  cargo. 

2.  Description  of  Operations 

In  many  ways,   the  Port  of  Portland  is  similar  to  the 
Massachusetts  ports  included  in  this  study.     In  fact, 
Portland  is  of  particular  interest  because  it  has 
successfully  attracted  new  services  to  the  Port  in  recent 
years.     The  Maine  State  Pier,   a  wooden  finger  pier  with  a 
transit  shed  and  relatively  narrow  aprons,   once  was  the 
primary  general  cargo  facility  in  Portland.     The  State 
Pier,   which  was  designed  to  handle  breakbulk  cargoes,  had 
neither  the  capacity  nor  the  space  required  to  handle 
containers.     Thus,   as  the  breakbulk  cargoes  formerly 
handled  at  the  Pier  were  containerized  and  drayed  to  and 
from  the  ports  of  Boston  or  Portsmouth,    the  Pier  fell  into 
disuse . 
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Exhibit  14 
Port  of  Richmond 

Balance  Sheet 
(as  of  June  30th) 


1997 

1996 

ASSETS 

Current  Assets 

Cash 

$1,410,717 

$1,607,199 

Accounts  Receivable 

$239,829 

$262,875 

Total  Current  Assets 

$1,650,546 

$1,870,074 

Fixed  Assets* 

Land 

$123,030 

$123,030 

Buildings 

$3,472,674 

$3,478,880 

Furniture  and  Fixtures 

$26,658 

$37,865 

Equipment 

$2,800 

$2,800 

Crane 

$480,775 

$480,775 

Improvements  Other  Than  Buildings 

$12,949,343 

$11,838,968 

Total  Fixed  Assets 

$17,055,280 

$15,962,318 

Less  Accumulated  Depreciation 

$4,368,907 

$3,584,227 

Net  Fixed  Assets 

$12,686,373 

$12,378,091 

Construction  in  Progress 

$234,814 

$268,830 

Due  from  Capital  Projects  Fund 

$728 

$7,466 

TOTAL  ASSETS 

$14,572,461 

$14,524,461 

LIABILITIES 

Current  Liabilities 

Accounts  Payable 

$72,219 

$27,384 

Accrued  Salaries  and  Fringe  Benefits 

$29,130 

$27,364 

Contract  Retainage  Payable 

$0 

$177,139 

Total  Current  Liabilities 

$101,349 

$231,887 

TOTAL  LIABILITIES 

$101,349 

$231,887 

FUND  EQUITY 

Contributed  Capital 

$8,069,277 

$8,429,772 

Retained  Earnings 

$6,401,835 

$5,862,802 

TOTAL  FUND  EQUITY 

$14,471,112 

$14,292,574 

TOTAL  LIABILITIES  AND  FUND  EQUITY 

$14,572,461 

$14,524,461 

'All  Fixed  Asset  values  reflect  original  acquisition  costs. 
Source:  Port  of  Richmond 
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After  a  period  of  inactivity,   when  the  only  general 
cargoes  in  the  port  were  handled  at  a  private  terminal,  the 
Port  Department  built  a  container  berth  at  the  City's 
International  Marine  Terminal   (IMT).     Shortly  thereafter, 
the  Port  Department  successfully  attracted  a  container 
feeder  service  to  the  Port.     The  Port  of  Portland  also  has 
been  very  successful  in  attracting  passenger  ships  to  make 
calls  at  the  Port. 


3 .       Financial  Performance 

The  Port  Department  does  not  keep  separate  financial 
records.     However,    the  Port  Director,   Mr.   Thomas  Valleau, 
indicated  that  the  Port  Department  does  earn  a  surplus, 
which  goes  into  the  City's  General  Fund. 
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VI .  RECOMMENDATIONS 


1.  Need  a  Full-time  Port  Director 

Each  of  the  three  ports    (excluding  Fall  River-""^)  should 
appoint  or  hire  a  full-time  Port  Director.       As  an  initial 
step  toward  achieving  effective  port  governance,   we  think 
it  is  necessary  to  have  at  least  one  person  who  will  focus 
exclusively  on  the  development  and  operation  of  public  port 
facilities  in  each  port.     Initially,    the  Port  Director  can 
rely  on  existing  city  departments  for  supporting  services. 
As  conditions  warrant,    the  port  organization  can  be 
expanded . 

2.  Need  a  Port  Governance  Organization 

Each  of  the  four  cities  should  determine  what  form  of 
port  governance  will  be  most  effective  in  achieving  its 
goals  for  the  port.     Although  the  organization  initially 
can  be  comprised  of  a  Port  Director   (and  probably  an 
administrative  assistant) ,   knowing  what  form  the 
organization  will  ultimately  take— if  early  efforts  are 
productive— will  be  important  to  allow  a  seamless  expansion 
of  the  staff  and  responsibilities  when  required. 

3 .  Need  to  Cooperate  Rather  than  Compete 

The  U.S.  port  industry  is  extremely  competitive  and, 
in  the  past,    the  four  Massachusetts  ports  competed  strongly 
with  one  another.     In  the  future,    the  ports  must  strive  to 
cooperate  and  to  develop  programs  that  will  allow  them  to 
compete  effectively  with  non-Massachusetts  ports.     To  make 
such  an  approach  work,   the  ports  should  specialize  by 
developing  marketable  expertise  in  handling  particular 
commodities,   providing  focused  services,   or  accommodating 
the  needs  of  specific  shippers  or  ocean  carriers. 
Undoubtedly,   conflicts  will  arise  and  it  will  be  necessary 
for  the  Port  Directors  to  negotiate  with  each  other.  At 


The  Port  of  Fall  River  already  has  a  Port  Director.     Although  the 
Port  of  Fall  River  does  have  a  Chairman  of  the  Harbor  Development 
Commission,   he  also  has  a  number  of  other  responsibilities,  including 
management  of  the  City's  marina.     We  think  it  is  important  that  each 
port  have  a  Director  who  can  focus  exclusively  on  port  business. 
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those  times,    it  will  be  important  to  objectively  determine 
what  course  of  action  will  likely  provide  the  greatest 
benefits  to  the  State  as  a  whole.     Without  such 
cooperation,    the  individual  ports  will  not  achieve  their 
maximum  potential. 


4.       Need  Aggressive  Marketing  Progrcuns 

To  attract  business,    the  four  ports  will  require 
aggressive  marketing  programs.       Since  the  individual  ports 
may  not  have  the  capacity  to  maintain  such  a  program,  MSAC 
(or  some  other  institution)   should  provide  marketing 
support  and  market  analysis  during  the  next  few  years.  The 
MSAC  could  help  the  ports  to  identify  potential  markets  and 
to  coordinate  their  efforts  to  compete  against  ports 
outside  Massachusetts.     It  also  would  be  helpful  if  MSAC 
could  conduct  regular  educational  and  information  seminars. 
To  provide  the  supporting  services,  MSAC  should  consider 
adding  to  its  staff  a  Marketing  Manager,   who  has  experience 
in  attracting  shippers  and  ocean  carriers  to  ports,   and  a 
Market  Analyst,  who  can  analyze  markets  and  trends  and 
provide  data  to  the  ports.     Experience  gained  over  the  next 
few  years  will  enable  the  ports  to  determine  what  kind  of  a 
state-level  organization  will  best  fulfill  their  needs  over 
the  long  term. 


4.       Need  Statewide  Port  Operators'  Association 

The  Port  Directors  should  set  up  a  mechanism,  either 
under  the  auspices  of  MSAC  or  independently,    to  allow  them 
to  communicate  with  each  other  on  a  regular  basis  to 
exchange  information  and  coordinate  actions.     The  Port 
Directors  will  gain  far  greater  benefits  through 
cooperation  and  mutual  support  than  they  would  from 
competing  with  one  another.     Harbor  masters,  stakeholders, 
city  and  state  employees  involved  in  the  ports,   and  local 
and  state  politicians  could  be  included  in  some  of  the 
association's  activities. 
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Appendix 


Exhibit  A-1 
List  of  Interviewees 


John  Anderson,  Commissioner 

ribllcllco  OUIIllllloolUI  1 

Gloucester 

Astrid  Glynn,  Director  of  Planning 

C-ACU.  \J\i\\^ii  Ul   1  1  dl  IbpUl  IdllUi  1  Oi  OUI  loK UOllUl  1 

Boston 

Dan  Burns,  General  Manager 
Fall  River  Line  Pier,  Inc. 
Fall  River 

Harry  Gunerson,  Manager 
New  England  Power 
Salem 

Vito  Calomo,  Chairman 
Fishehes  Commission 
Gloucester 

Annie  Harris,  Executive  Director  ! 

Salem  Partnership 

Salem 

Kristine  J.  Cheetham,  Sr.  Project  Manager 
Salem  Port  Development  Corporation 
Salem 

Dean  Harrison,  Director 
Community  Development 
Gloucester 

Donald  Corrigan,  Chairman 
Slades  Ferry  Trust 
Fall  River 

David  A.  Kennedy,  Executive  Vice  President 
Office  of  Economic  Development 
New  Bedford 

Walter  Curran,  Operations  Manager 

Port  of  Gloucester 

New  Gloucester,  New  Jersey 

Peter  Kortright,  Manger 
Harbor  Development  Study 
New  Bedford 

Jonathan  Daniels,  Port  Director 
Eastport  Port  Authority 
Eastport,  Maine 

Joseph  Macarone,  Manager 
Jodrey  State  Pier 
Gloucester 

Robert  D.  Elder,  Director 

Division  of  Ports  &  Marine  Transportation 

Bangor,  Maine 

Marty  Manley,  Chairman 

Harbor  Development  Commission 

New  Bedford 

Monte  Ferris,  Chairman 
Fall  River  Line  Pier,  Inc. 
Fall  River 

Thomas  Martin,  Commissioner 
Harbor  Development  Commission 
Salem 

Ken  Fiola,  Executive  Director 
Office  of  Economic  Development 
Fall  River 

David  Marsh,  President 
Gloucester  Bank  &  Trust 
Gloucester 

Michael  Giari,  Executive  Director 
Port  of  Redwood  City 
Redwood  City,  California 

Capt.  Jeffrey  W.  Monroe,  Deputy  Port  Director 

MASSPORT 

Boston 

Exhbit  A-1  (Continued) 
List  of  Interviewees 
Page  2  of  2 


Capt.  Martin  J.  Moynihan,  Exec.  Director 

Geoff  Thomas,  Director 

Port  of  Richmond 

Mass.  Lobstermen's  Association 

Richmond,  Virginia 

Gloucester 

Peter  Paskowski,  City  Councillor 

Bill  Torpey,  General  Manager  (Ret.) 

City  of  Salem 

Fall  River  Line  Pier,  Inc. 

Salem 

Fall  River 

Laurel  Rafferty,  Director  of  Planning 

Michael  Travers,  Asst.  Director 

Office  of  Coastal  Zone  Management 

The  New  Bedford  Corporation,  Inc. 

Boston 

New  Bedford 

Steve  Sabra,  Commissioner 

Russel  T.  Vickers,  Chairman 

Fall  River  Line  Pier,  Inc. 

Salem  Port  Development  Corporation 

Fall  River 

Salem 

David  H.  Smith,  MSAC  Councillor 

David  Weber 

North  Shore  Representative 

Gorton's  Corporation 

Salem 

Gloucester 

James  E.  Sullivan,  Executive  Director 

Craig  Wheeler,  Director 

The  New  Bedford  Corporation,  Inc. 

Office  of  City  Planning 

New  Bedford 

Salem 

Captain  Michael  H.M.  Taylor,  MSAC  Councillor 

Steve  Williams,  Past  Treasurer 

New  Bedford  Representative 

Fall  River  Line  Pier,  Inc. 

New  Bedford 

Fall  River 

A-2 


